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In May, Sen. Jesse Helms (R-NC) urged the Bush administration to suspend disbursement of US
$116 million in US aid to Nicaragua. Helms, ranking Republican on the Senate Foreign Relations
Committee, cited lack of progress in Managua regarding the return of properties confiscated from
US citizens as one of the reasons for his request. Chair of the House Appropriations subcommittee
on foreign operations Rep. David Obey (D-WI) had issued a separate call for a freeze on aid to
Managua, based on his concerns over the economic programs adopted by the administration of
President Violeta Chamorro. On June 2, the White House acceded to the requests, and since that
time disbursement of the aid has remained suspended. (For previous coverage, see CAU 06/05/92,
07/03/92, and 07/17/92.) In early July, Obey wrote to then-Secretary of State James Baker, indicating
his concerns regarding economic stabilization had been met and urging release of the aid. In early
August, 20 Republican senators sent a letter to Baker urging him to release the aid, and 61 members
of the House of Representatives circulated a letter to the same effect among their colleagues. Despite
repeated assurances to the population from President Chamorro during the month of August that
release of the aid was imminent, the list of Helms' "conditions" for lifting the freeze continued
to grow. By late August, amidst widespread reports of upcoming policy changes in Managua
including changes in the National Police leadership, a reorganization of the state bureaucracy,
a timetable and mechanisms for payment to persons whose properties were confiscated during
the Sandinista government, etc. sources in Washington indicated that Helms' aides were putting
the finishing touches on a report regarding the situation in Managua. Aug. 31: Republican staff
members from the Senate Foreign Relations Committee released their 144-page report. The study
was requested by Sen. Helms and authorized by the chairperson, Sen. Claiborne Pell (D-RI). Most
Republican Foreign Relations Committee staff members were appointed by Helms. The report
was based on a seven-month investigation, which included visits to Managua by staff members.
Issues raised in the report, in the forward written by staff member Deborah De Moss, and the cover
letter written by staff chief James W. Nance, include: * Despite the mandate given to President
Violeta Chamorro in 1990 elections, "all real power remains with the Sandinistas." Chamorro,
according to the report, has been reduced to a figurehead, with real power being exercised by
army chief Gen. Humberto Ortega through Presidency Minister Antonio Lacayo. According to the
report, two and one-half years after their electoral defeat, Sandinistas still control the army, police,
courts, intelligence services and all major government agencies. Authors of the report wrote that
"Nicaragua is a country overwhelmingly controlled by terrorists, thugs, thieves and murderers at the
highest levels." * Government corruption is "rampant at the highest levels." Investigators reported
they have information which demonstrates that "foreign aid funds" were used by high- ranking
government officials to bribe members of the National Assembly (legislature). * The Chamorro
administration has failed to return properties confiscated during the Sandininsta regime from US
citizens. According to the report, over 450 US citizens had properties confiscated and not a single
one has yet received compensation or had their properties returned. * At least 217 former contra
rebels have been murdered since their demobilization two years ago and not a single charge or
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arrest has been made in connection with these cases. Investigators said they found evidence of a
"systematic campaign to assassinate" former contras. Instead of helping former contras reintegrate
into society, the report said Chamorro has favored the Sandinistas. "The plight of [former contras
from] the Nicaraguan Resistance is of utmost concern...If the Chamorro government hopes to
establish genuine democracy, the people with whom we have spoken believe that the government
must reconcile, not with the Sandinistas, but rather, with the Nicaraguan Resistance." * Independent
investigations, according to the report, have determined that the October 1990 murder of Jean Paul
Genie was committed by bodyguards assigned to Gen. Humberto Ortega. Evidence indicates that
Ortega participated in the subsequent coverup. No arrests have been made in connection with
the case. * Evidence exists that US aid has been misused. Some aid funds, said the report, have
gone "directly to the Sandinistas." The report indicated that over US$167 million in US aid funds
were disbursed by Sandinista-controlled banks in loans which were never paid back. According to
the report, "Nicaragua is the second largest recipient of [US] foreign aid on a per capita basis, just
behind Israel. That's why it's scandalous...They can do whatever they want with their government,
but not with US taxpayers' money." * According to the report, committee staff members have
documents which prove Nicaragua "is the most militarized country in Latin America, outside of
Cuba," and the Sandinista Popular Army (Ejercito Popular Sandinista, EPS) "is the largest military
force in Central America, with the most sophisticated weapons systems." * Chamorro has failed to
fulfill key promises made during her presidential campaign, including removal of Sandinistas from
the security forces and public administration, returning properties confiscated by the Sandinista
government, and reforming the constitution. * The report recommended postponing reinstatement
of the aid program with Nicaragua pending compliance with the following demands: resolution of
all property claims pertaining to US citizens; change in leadership of the EPS and police; removal
of Sandinistas from key government posts; appointment of "independent judges" to the Supreme
Court; completion of "thorough and professional" investigations and prosecutions into the killings
of 217 former contras; and completion of an investigation into the fate of over US$1 billion in US
aid which has been turned over to the Chamorro administration since 1990. * As a temporary
measure which would ensure that Nicaragua remains in good standing with international lending
institutions, the report recommended the Bush administration turn over US$50 million of the
suspended aid in the name of Nicaragua directly to those institutions. Upon returning to Managua
from a visit to Washington, Foreign Cooperation Minister Erwin Kruger said he is optimistic that
the US aid freeze will be lifted soon. According to Kruger, a report released recently by the General
Accounting Office (GAO) concluded that Nicaragua had exceeded the macroeconomic targets
established in the 1991 adjustment plan and recommended the Bush administration provide US
$200 million per year in economic assistance through 1996. The GAO conducts research for the
US Congress. Next, Kruger criticized the Committee's report, known as the "Moss report," as
"political" and "lacking objectivity." He said the Moss report was based on newspaper stories and
"speculative accusations." Sept. 1: US State Department spokesperson Richard Boucher announced
that a delegation would be sent to Managua in order to investigate charges contained in the Moss
report. Boucher characterized the report as "far-reaching and disturbing." In Managua, President
Chamorro dismissed the report's findings, reiterating that she has never allowed anyone to dictate
policies to her. "They can say what they want," she said, "but nobody is going to put pressure on
me." Chamorro added that, although she did not want to personally criticize De Moss as the report's
principal author, "I am not going to do the things she wants." Chamorro concluded, the report
"doesn't make me sick, nor does it bother me, and the less we hear about it, the better." Presidency
Minister Antonio Lacayo said "I have read the first two pages of the report and it is full of lies." He
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added that, contrary to statements made in the Moss report, at least 27 properties had already been
returned to US citizens and additional claims were being investigated by the government. Lacayo
also said the GAO report on the fate of US aid to Nicaragua was far more serious and professional
than the Moss report. According to Lacayo, the GAO concluded there were no serious problems
with the uses made of US aid to Nicaragua. In Washington, Nicaraguan Ambassador to the US
Ernesto Palazio released a statement declaring that the Moss report was "deceitful, misleading and
unfair to [our] fledgling democracy and its people...We are a country recovering from civil war...it is
unfair to expect us to solve everything at once." Despite statements by Bush administration officials
indicating the White House shares some of the concerns raised in the report, Palazio insisted that
"Sen. Helms' staff is out there by itself hurling insults at people who are trying hard to mend our
country. They are acting like loose cannons." He added that the US aid freeze is having the effect of
making it even more difficult for the government to implement reforms. During a radio broadcast,
former president and FSLN leader Daniel Ortega said the Moss report demonstrated that Helms
and US asst. secretary of state for inter-American affairs Bernard Aronson were "trying to govern
Nicaragua from abroad." Ortega warned the Chamorro administration not to bow to US pressures.
"If the government yields," he declared, "then the people will wake up, and the Sandinistas will
support them. If the government falls, then so be it. Another will come, and if that doesn't work
either, then another will come." Ortega added that, although his words should not be interpreted
as "a declaration of war," Sandinistas were not disposed to continue being the object of threats and
blackmail. He concluded that, given the trend of diminishing US aid levels throughout the region, it
would make little sense for the government to bow to pressures for release of the funds. Sept. 2: In
Managua, deputy assistant secretary of state John Maisto and other US officials met with President
Chamorro, Antonio Lacayo, and other government leaders. Spokespersons for the president's office
told reporters that during the meeting, Chamorro gave Maisto the "political elements necessary"
in order to begin the process of lifting the freeze on US aid. Chamorro also confirmed her plans
to remove National Police chief Rene Vivas from his post on Sept. 5. [Sources: 08/20-26/92 report
by the Central American Historical Institute (Georgetown University, Washington, DC); Barricada
(Managua), 09/28/92; Agence France-Presse, 08/29/92, 08/31/92, 09/01/92; Associated Press, United
Press International, Reuter, 08/31/92, 09/01/92; Notimex, 09/02/92]
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